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Book Review Number 


Productivity, Wages and National Income. By Spurgeon 
pen Washington, D. C., Brookings Institution, 1940. 
In place of the ordinary review we present below a 

summary of some of the principal findings of the very 

significant study reported in this volume. The material 
presented here 1s taken directly from a pamphlet summary 

prepared by the Brookings Institution (Pamphlet No. 23). 

Grateful acknowledgement is made to the Institution for 

the privilege of using the material. It should be noted 

that the study was financed by the Maurice and Laura 

Falk Foundation of Pittsburgh. 


Propuctivity, Output, EMPLOYMENT, AND WAGES 


We have . . . found that there was a large increase 
in productivity in each of the four major industrial 
divisions during the period studied. The greatest increase 
was in electric light and power, with mining a fairly 
close second. The increase of efficiency in railroads—a 
declining industry—was practically as great as in the 
expanding manufacturing industry. Except in the electric 
light and power industry, the rate of increase was less 
rapid in the thirties than in the prosperity period of the 
twenties. 

Over the period as a whole, production in general did 
not increase as much as productivity, and, consequently, 
employment declined. There is a striking difference 
between the showings in the twenties and the thirties. In 
the twenties, when business was prosperous and output 
keeping pace with productivity there was, in general, no 
decrease in employment. During the thirties, however, 
output generally declined and, since productivity con- 
tinued to increase, employment showed a great de- 
crease.... 

Gatns TO LABoR 


Labor on the whole did not gain in the way of higher 
wages. While wage earners obtained progressively higher 
hourly rates of pay, weekly wages in the four industrial 
divisions combined declined—in consequence of the pro- 
gressive shortening of the work week. Hourly earnings 
increased over the period by 11 per cent, ranging from 
1.7 per cent in mining to 30 in electric light and power. 
Weekly wages as a whole decreased 10 per cent, though 
in railroads and electric light and power they increased. 

It is apparent that a substantial part of the gains was 
expected to accrue directly to the benefit of labor. But 
the man-hours of employment declined so much that 
labor as a whole received less money than before. In 


some cases the workers actually employed received larger 
earnings, but in other cases even these relatively fortunate 
workers received less because of the shortening of the 
work week to make room for more workers. . . . 


Gatns To CAPITAL 


The earnings on capital investment declined over the 
period as a whole. The amount of annual return on the 
total capital invested in manufacturing, railroads, and 
electric light and power industries combined declined 392 
million dollars, representing a decrease of 7.7 per cent. 
The rate of return on capital (including interest, rent, 
dividends, and undistributed profits) decreased from ap- 
proximately 6.4 per cent in 1923-24 to about 5.6 per cent 
in 1936-37. This decline is of course not attributable to 
the increase in productivity. Without such an increase the 
decline might well have been much greater. 


Aggregate earnings declined because output did not 
increase in line with the increase in productivity. Just 
as labor found the hope of obtaining higher wages frus- 
trated by slack employment, so the return to capital de- 
— because of the failure to utilize productive capacity 
ully. 


Gatns To CoNSUMERS 


Consumers realized very important gains in terms of 
real goods and services. As a result of price reductions, 
made possible by increased productivity, the consuming 
public got more goods for the same money. The figures 
which follow indicate how much less consumers paid 
annually for the various classes of goods at the end of 
the period than they would have had to pay had produc- 
tivity remained at the 1923-24 level. 

Consumer savings in connection with the purchase of 
manufactured commodities were at the rate of 5,055 
million dollars annually. The gains accruing to the 
users of railroad service amounted to 556 millions. Users 
of electric current saved 463 millions. Data for the 
mineral field were too inadequate to warrant presenting 
a figure. 

It should be borne in mind that wage and salaried 
employes and also contributors to capital shared in these 
gains in their capacity as consumers. It should also be 
pointed out here that the aggregate gains to consumers 
were even larger than is shown by the foregoing figures 
because in many cases the quality of the commodity or 
service was improved. 

In summary, it is apparent that the consuming public 


| 
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derived the principal benefit from the increase in pro- 
ductivity. ... 


TRANSLATING PoTENTIAL Propuctivity GAINS 
Into ActuAL NATIONAL INCOME 


The most striking fact brought out in the foregoing 
analysis was the failure, in most cases, of output to 
expand as man-hour productivity increased. As a result 
of partial utilization of plant capacity and slack employ- 
ment, the potential benefits of increased efficiency and 
production have not been fully realized—by labor, by 
capital, or by the consuming public. That is to say, our 
increasing power to turn out a larger volume of goods 
and services has to a considerable extent been nullified. 
The possibilities have not become actualities in terms of 
national income. 

It should not be concluded that the failure of production 
to expand in line with the increase in productivity is 
due to any single factor. As has already been indicated, 
the decrease in the volume of production and employment 
since 1929 is attributable in no small degree to general 
economic and political conditions, both national and 
international. It is possible, however, that the way in 
which the savings of increasing productivity are divided 
may have an important effect upon the operation of the 
economic system. In this concluding section the issues 
here involved will be given brief consideration. 

These issues have been the subject of no little discus- 
sion, and conflicting policies have been formulated in 
support of one or another theory. In some quarters it 
is contended that money wage rates must be raised to 
the full extent of the increase in productive efficiency in 
order to insure this effective operation, with expanding 
output and broadening employment. Such a policy is 
held by its proponents to be necessary in order to provide 
the needed purchasing power. Labor organizations have 
naturally sought to obtain in the form of higher money 
wages as large a proportion of the savings from increased 
efficiency as is possible. Moreover, bills have been 
introduced in Congress providing for advances of wages 
in direct proportion to increases in productivity. 

As a basis for the examination of this issue, we start 
with the following facts, which have been disclosed by 
the investigation : 

First, productivity in the industries covered showed 
a remarkable increase during the last 20 years. 

Second, hourly earnings increased materially, but not 
so much as productivity. 

Third, the volume of employment remained practically 
stationary in the twenties, and declined materially in the 
thirties, accompanied by a decrease in the weekly and 
annual money earnings of labor. 

Although hourly earnings were increased very greatly 
during a period of increasing productivity, total dollar 
earnings decreased and total “real earnings” remained 
virtually stationary. This raises a significant question: 
Could it be possible that this attempt to translate pro- 
ductivity gains into higher hourly wages in the industries 
making the gains resulted in a distribution which was 
too “narrow” to promote expansion of consumption ? 

Whether it is true that total purchasing power would 
be increased and maintained if hourly earnings were 
increased in proportion to productivity may best be tested 
by a concrete illustration. Let us assume that productivity 
in a given manufacturing plant is increased 50 per cent 
without any increase of investment, as a result of which 
it is possible to produce the same volume with 1,000 


fewer workers. If 1,000 workers are discharged and one 
million dollars added to the wages of the remaining 
employes, total purchasing power remains as it was 
before, except that it is all in the hands of a smaller number 
of workers. Wage disbursements, prices, and output 
remain the same, but the volume of employment decreases. 
All that has happened is that employed labor has gained 
at the expense of those displaced. We must conclude, 
therefore, that the failure to give all the savings from 
increasing productivity to labor in the form of higher 
money wages does not explain the restriction of output 
and employment during the period under review. 

What would be the result if all the savings accrued 
to capital? To use the same case as above, if the million 
dollars of savings went to the owners of capital, the 
total purchasing power would remain unchanged: the 
displaced labor would have a million dollars less and the 
suppliers of capital a million dollars more. There might 
be some change in the way in which the income received 
was utilized—more might be set aside for investment 
purposes and less spent for consumption goods; but the 
total would not be affected. 

Proceeding to the third possibility, we ask whether 
output and employment would be increased if all the 
gains from increasing productivity were passed on to the 
entire consuming public in price reductions. At first 
thought it might seem that the transfer of a million 
dollars of purchasing power from the displaced laborers 
to the general consuming public would also leave the 
situation unchanged. The lowering of prices, however, 
offers an inducement to consumers to buy more of the 
product, thus tending to maintain production and em- 
ployment. Such a stimulus is lacking when the only 
result of increasing productivity is to transfer income 
from displaced labor to the labor remaining in employ- 
ment, or to the owners of capital. 

To be sure, the reduction of prices by a particular 
industry might not stimulate enough demand for the 
products of that industry to provide continued full em- 
ployment. But the increased purchasing power in the 
hands of consumers would nevertheless be available for 
purchasing other commodities, thus providing employment 
elsewhere. In either case, the total demand would tend 
to be maintained, preventing displacement of labor. In 
the case of products for which there is a highly elastic 
demand, the volume of orders at the new lower prices 
might increase much more than the increase of produc- 
tivity, thereby stimulating further expansion of output 
and employment. 

This process, of course, cannot be expected to work 
with automatic precision in our complex industrial so- 
ciety. A reduction in price may not always bring an 
immediate stimulus to demand either in the particular 
industry or elsewhere. Adverse factors in the general 
business situation may complicate the problem. There 
can be no doubt, however, that the positive inducement 
which the price reduction method offers to consumers 
generally is a direct and immediate stimulus to increased 
output. 

This analysis suggests that the distribution of savings 
from increasing productivity to consumers in the form of 
lower prices may be more desirable than their distribution 
directly either to employed labor or to capital. Since 
wage and salary workers and those who contribute capital 
constitute the great bulk of the consuming population, 
most of the gains from price reductions automatically 
accrue to them. Labor also benefits from the maintenance 
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of employment. Aggregate production and aggregate 
employment are maintained and expanded, and the long- 
run interests of the laboring population are best served. 


The Confessions of An Individualist. By William Henry 
Chamberlin. New York, Macmillan Company, 1940. $3.00. 
Those who have read W. H. Chamberlin’s books on 

Russia will be greatly interested in his autobiography. 

Ninety per cent of his early ardent sympathy for com- 

munism came, he says, from his “bitterly hostile attitude 

toward the war.” A minor factor was “a little of the 

former adolescent spirit of the college rebel.” In 1922 

after he had lost his job on the Tribune he and his 

Russian-born wife went to Moscow on a trip financed 

out of their own savings. Mr. Chamberlin had, however, 

“a casual free-lance commission from the Christian Science 

Monitor to submit occasional mail articles.” Later, he 

became its Moscow correspondent. He sums up the 

change in his attitude during his years in Russia, as fol- 
lows: “I went to Russia believing that the Soviet system 
might represent the most hopeful answer to the problems 
raised by the World War and the subsequent economic 
crisis. I left convinced that the absolutist Soviet state 

... is a power of darkness and of evil with few parallels 

in history. . . . For murder is a habit, even more with 

states than with individuals, and the idea of doing a 

little evil that good may come of it invariably ends in 

doing a great deal of evil with an increasingly dubious 
prospect of any good whatever at the end of the process.” 

After leaving Russia in 1934 he spent some months in 
Berlin where he became convinced that Soviet Russia and 
Nazi Germany had much more in common than either 
of them had with any democratic state. 

Early in 1935 he went to Tokyo as correspondent for 
the Monitor. There he found that there was “no such 
repression” in journalistic work as in Russia, that the 
Japanese are “far less cruel to one another than are 
Soviet Russians,” and that “Japanism” is not “an aggres- 
sive challenge to Western individualistic civilization.” 
None the less, he was delighted to leave Japan for Paris 
in 1939, I. M. C. 


I Saw It Happen in Norway. By Carl J. Hambro. New 
York, D. Appleton-Century Company, Inc., 1940. $2.50. 
The President of the Norwegian Storting (the Parlia- 

ment) here describes the German invasion of Norway 

and the effort of the Norwegians to stem their advance. 

He makes it clear that on the very night before the 

German warships appeared “nobody really believed that 

there was any imminent danger for Norway” though “all 

were anxious for the future.’ The German demands 
were presented, he points out, “five hours after the 
opening of hostilities.” Mr. Hambro gives a vivid account 
of the efforts to mobilize the country in the face of great 
difficulties since the main broadcasting stations were in 
the hands of the Germans, telephone and telegraph com- 
munications had been broken off, the commanders of 
five of the six divisions of the army had had to leave 
their headquarters, and their mobilization files were in 
the hands of the Germans. He insists that the reports 
of widespread treachery were “mostly made in Sweden 
and spread over the world from Stockholm by agents of 

Germany or by foreign journalists without any knowledge 

of Norway or what had really happened in Norway. And 

the Norwegian government had no cables at its disposal 
to refute the false information and counteract the de- 
plorable impression created abroad.” 

The author declares that Major Quisling’s party had 
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never been able to gain a single seat in the Storting and 
that in the 1937 elections it had secured only 0.15 per 
cent of the votes in country districts and even less in the 
towns. Some of those originally announced as members 
of his government not only repudiated him but joined the 
fighting against Germany in spite of the difficulties in- 
volved in reaching the front. I. M. C. 


Documents on American Foreign Relations; July, + 
1940. Edited by S. Shepard Jones and Denys P. Myers. 

Boston, World Peace Foundation, 1940. $3.75. 

This is the second in a series of annual volumes, 
“planned to provide a year-to-year collection of the chief 
current source material bearing on the foreign relations 
of the United States.” In selecting the material preference 
has been given to “those papers by which the responsible 
officers of the United States government have given 
direction to its foreign relations. . . . But the volume also 
contains documents issued by foreign governments which 
are important for an appreciation of American policy.” 
Thus, in the chapter on the Far East a majority of the 
documents reprinted deal with developments in the 
Sino-Japanese war which “the government was carefully 
watching but in which it was not actively involved.” In 
the same way, a selection from the most important docu- 
ments issued by European governments on the outbreak of 
the war is presented in order to show the steps which led 
to the breakdown of the negotiations. A section on 
statistics is appended. 

A reference book which is essential for students of our 
foreign policy. 
America and a New World Order. By Graeme K. Howard. 

New York, Charles Scribner’s Sons, 1940. $2.00. 

The vice-chairman of the Foreign Trade Council here 
presents his idea of the foreign policy which the United 
States should pursue. His recommendations are as 
follows: “make democracy work in America”; maintain 
adequate national defense”; recast the Monroe Doctrine 
to make it apply only to North America, the Caribbean 
islands and northern South America; create an American 
federation (with political independence for each nation) 
of the United States, Canada, Mexico, Cuba and the other 
independent Caribbean islands, the Central American 
countries, Venezuela and Colombia; adopt a “realistic 
foreign trade policy”; “promote world monetary order” ; 
“keep out of foreign wars”; “guard our diplomacy” ; 
accept responsibility for war relief; “work toward a new 
world order” ; consider the possible effect of our domestic 
policies on other nations before adopting them. 


yy Robert Aura Smith. New York, 
$3.00. 


Our Future in Asia. 
Viking Press, 1940. 
An American newspaperman with long experience in 

the Far East, particularly in the Philippines, presents 

the case for a vigorous American policy in relation to the 

Far East. The war in China is, he believes, a preliminary 

to “the big Japanese drive” into Southeastern Asia. Since 

the World War our Far Eastern policy has been “pri- 
marily a static policy, when it was not actually a policy 
of retreat.” But this, the author believes, “will no longer 
defend our interests.” He urges, therefore, the following 
steps: repeal of the Japanese Exclusion Act to show that 

“our shift in ground was not anti-Japanese but pro- 

American,” a declaration that “outright political and 

military independence for the Philippines within the next 

quarter of a century would be completely unthinkable” 

(but giving the Philippines “the highest degree of au- 
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tonomy and . . . a maximum of protection”), “the trans- 
port of a sufficient amount of American naval and air 
strength to the Far East to make it plain to all hands that 
we meant business.” The United States can then impose 
an embargo on war materials to Japan. The great danger, 
he thinks, is not that of “fighting a naval war too far 
from our shores” but, rather, “that we should resign 
ourselves to defeat without putting up a fight.” eae 
The United States of Europe. By Alfred M. Bingham. New 

York, Duell, Sloan and Pearce, 1940. $2.50. 

The editor of Common Sense here presents suggestions 
for the organization of the world when the present war is 
over. A federation of the main countries of Europe is 
essential to world peace, he believes, and this will pre- 
sumably have to include very different systems of gov- 
ernment, from the democracies to the dictatorships. (It 
must be noted that his book was written before the invasion 
of Norway and the Low Countries and the fall of France.) 

The author does not ignore the difficulties of the task 
but he believes that it is at bottom susceptible of “solution 
by applied intelligence, with knowledge and tools now 
available.” The “minimum of indispensable functions” for 
the federal government he considers to be a federal army ; 
jurisdiction over the colonies of European nations ; power 
to tax; the protection of “cultural and administrative 
autonomy in any area demanding it in a properly super- 
vised plebiscite” and of “the right to migrate with 
property.” There should be three legislative bodies, “one 
representing cultural and ethnic groups, one representing 
states, and one representing population.” 

Mr. Bingham believes that the best settlement would 
come about as the result of a negotiated peace. If federa- 
tion is to be successful then the United States must accept 
“some responsibility for the outcome of the war and the 
peace that comes after it.” I. M. C. 


The American Choice. By Henry A. Wallace. New York, 

Reynal and Hitchcock, 1940. $1.00. 

The Vice-President Elect here presents what he believes 
to be the alternatives which the United States must face 
in determining its policy in the next few months. “Total 
defense” is necessary, but organization for peace is 
equally essential. And this means the economic well- 
being of the people as a whole, protection of the soil from 
erosion and depletion, assistance to farmers along the 
lines already begun under the New Deal and the develop- 
ment of trade and cultural relations with Latin America. 
Mr. Wallace believes that “an increase of governmental 
intervention is inevitable” to meet the situation which the 
United States must face both now and after the war. 
But this does not mean “regimentation” ; rather, it means 
“a new individualism that directs itself in terms of the 
general welfare.” I. M. C. 


American Mirror. By Halford E. Luccock. New York, 


Macmillan Company, 1940. $2.50. 

What does American literature of the last ten years 
offer toward “a fuller understanding of the effect of the 
years on human experience?” This is the question which 
Mr. Luccock, professor of homiletics at Yale University, 
sets out to answer in this study of the “social and ethical 
and religious emphasis and implications” of American 
literature from 1930 to 1940. His basis of selection of 
material to be included was “the closeness of impact and 
relationship to life as experienced in the present time.” 
He finds that “the dominant features of the time have 
found moving expression—the impact of the depression, 
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the tragedy of impoverished land, with the desert on the 
march and the resulting odysseys of despair along the 
roads to nowhere, the rise and struggles of labor, the criti- 
cal, skeptical spirit turned on hitherto accepted codes and 
traditions, the search for some sustaining faiths.” The 
author considers first some of the literary trends of the 
decade, and then turns to an analysis of different types 
of writing. The classification includes books which strive 
to present an “honest and realistic” picture of life in the 
different regions, studies of the growth or decay of a 
character, the effect of the depression on literature, books 
about labor and agriculture, “the drama and social issues,” 
“social poetry,” “religion—implicit and explicit,” “war and 

ace.” 

A book for both the student of literature and the student 
of social problems. I. M. C. 


New York, 


Television Broadcasting. By Lenox R. Lohr. 
McGraw Hill Book Company, 1940. $5.00. 
A person anxious to know more about television will 

find this volume by the former president of the National 

Broadcasting Company invaluable. Major Lohr describes 

the different problems which must be considered in 

connection with television—technical, economic, and social. 

The technical material may be difficult reading for many 

who will be much interested in the discussion of the 

economic aspects of television and of the problems of 
programming. The author considers that the general 
public has “three important stakes in the new art”; 
entertainment, ““a new means of judging the desirability of 
advertised products,” and education. I. M. C. 


Getting More Out of Life. By Joseph Jastrow. New York, 

Emerson Books, 1940. $2.00. 

This is a “bootstrap” book, written to “you,” whose 
purpose “is to guide you in your aim to live at the top 
level of your capacities and your opportunities.” It 
attempts to make the psychology of personality into com- 
mon sense, avoids almost everything that might pain a 
reader sufficiently to call forth a productive insight. The 
style is chatty familiar, staccato. 

It is difficult to see how such books—and there are 
some others better and many others worse—can either 
help or harm very much. When considered, however, in 
the light of the increasing flood of harmful self-improve- 
ment literature, especially in periodical form, they may 
perform a useful service. S. H. 


The Ghost of Royal Oak. By William C. Kernan. New 

York, Free Speech Forum, 1940. $1.00. 

The author, high churchman of the Episcopal Diocese 
of Newark, has been one of the chief critics of Rev. 
Charles E. Coughlin. He has borne the brunt of broad- 
casting systematic answers to the radio addresses deliv- 
ered by the priest of Royal Oak, Michigan, who is re- 
garded by many as one of the most dangerous fascist 
demagogues in the United States. This book contains 
the texts of 21 radio addresses made by Father Kernan. 


Pius XII; Pope of Peace. > Joseph F. Dineen. New York, 

Robert M. McBride and Company, 1939. $2.50. 

In this popular biography an American Catholic news- 
paper man describes the career of Pope Pius XII before 
he ascended the papal throne. Naturally, it includes also 
much of the history of the papacy during this period since 
Cardinal Pacelli had long been an important figure in 
Vatican affairs. Particular attention is paid to the period 
while Cardinal Pacelli was Papal Secretary of State. 


‘ 
| | 


1 the 
the 
criti- 
and 
The 
f the 
types. 
trive 
n the 
of a 
ues,” 
r and 


ident 
C. 


York, 


will 
tional 
d in 
ocial. 
many 
f the 
ns of 
-neral 
art’: 
ity of 


York, 


whose 
ie top 
com- 
ain a 


The 


e are 
either 
er, in 
yrove- 
may 
. 


New 


iocese 

Rev. 
yroad- 
deliv- 
is re- 
fascist 
ntains 
ernan. 


York, 


news- 
before 
s also 
| since 
ire in 
period 


| 
| 


